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(54) Quantitative business peiiornnance analysis 

(57) A nnethod for quantifying business concerns. 
Each business concern is identified as an Aspect. Each 
Aspect is given attributes in the fornn of tags, to which 
values of desired pertomnance are assigned. Once the 
Aspects and values are defined, the performance to the 
desired values can be monitored and managed. An indi- 
cator for overall compliance to these Aspects is also 
provided. 
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DescrlptI n 
BACKGROUND 

5 1. Reld 

[0001] This disclosure relates to business management methods, more particularty to methods used to quantify 
business concerns. 

10 2. Background 

[0002] Business management methods have undergone several evolutions since the dawn of the Industrial Revo- 
lution. Some methods become entrenched in organizations because of their simplicity and ease of use, while others fall 
by the wayside because of impracticality and in'elevance to business concerns. 

75 [0003] A main problem of business management is the lack of objective communication and monitoring systems. 
Some progress has been made in this area. Most notable. Management By Objectives by Peter Drucker, and One Page 
Management, by Rtaz Khadem and Robert Lorber, have contributed to solutions to these problems. However, these did 
not result in a comprehensive and coherent structures being developed to meet alt eventualities. 
[0004] Recently, Robert S. Kaplan and David P. Norton have attempted to relate strategy with operations through 

20 appropriate measurements. This approach is called the Balanced Scorecard. However, some shortfalls of the Balanced 
Scorecard are that it stresses on the fact that all organizational 'concerns' can be made into measures, which can be 
'de-aggregated' across all levels, which may not be possible in every organization. Also there is another criticism that 
BSC doesn't bestow the responsibility for every individual measures' performances. 
[0005] Therefore, a need exists for a coherent system to capture business concerns and decisions. 

25 

SUMMARY 

[0006] One of the characteristics of the invention is a method for quantifying business concerns. Each business 
concern is identified as an Aspect. Each Aspect is given attributes in the fomn of tags, to which values of desired per- 
30 formance are assigned. Once the Aspects and values are defined, the performance to the desired values can be mon- 
itored and managed. 

[0007] Another facet of the invention is a performance indicator ('Management Effectiveness Index*) that quantifies 
performance with respect to organizational aspirations as well as quantifying the importance of various Aspects. 
[0008] Another feature of the invention is a software program that can be used to implement the methods of the 
35 invention. 

BRIEF DESCRIPTION OF THE DRAWINGS 

[0009] The invention may be best understood by reading the disclosure with reference to the drawings, wherein: 

40 

Figure 1 shows a flowchart of one embodiment of a method for numeric management, in accordance with the 
invention. 

Figure 2 shows a block diagram of an example of quantifying business concerns, in accordance with the invention. 
Figure 3 shows a table representative of business scenario quantified in accordance with the invention. 

45 

DETAILED DESCRIPTION OF THE EMBODIMENTS 

[0010] Management systems have attempted to relate strategy with operations through appropriate measure- 
ments. The Balanced Scorecard approach previously mentioned has made some strides in this area, but gaps still exist 
50 in monitoring and implementing objectives to coverall eventualities. This disclosure discusses a new approach and 
implementation of a business management system, referred to as Numeric Management. 

[0011] Rgure 1 shows a flowchart of one embodiment of the invention. At 10, the goals of the organization and 
business units are determined. In order to achieve the best results possible with NM, the definition of these goals should 
reach down to the smallest organizational level. Once the goals of the organizations are determined, 'areas of concern* 
55 within them are identified at 12. These areas of concern are converted into a 'statement of intent' at 14, with identified 
'units of concern.' 

[0012] For example, an area of concern in an organization may be "1 am concerned about the turn -over of employ- 
ees in our company possibly being too high." This must be converted into a statement of intent. The concern is 
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employee turn-over. However, more precision is needed to replace the term too high/ as well as a need for some sort 
of time frame. At 14, the general concern would then be expressed as "Employee turn-over should be no more than 2 
percent per quarter." 

[0013] At 16, this statement of intent is used as the basis for structuring a trackable concem unit, referred to here 
5 as an 'Aspect.' The statement of Intent is phrased objectively and precisely This is done using 'Aspects,' Tags' and then 
assigning values to the Tags. 

[0014] Business concerns are expressed as a number of categories such as raw material inventory, product sales, 
and return on equity, etc. A category repeating itself, such as in space or time, will be referred to here as a recunrence. 
Recun-ences are expressed numerically. Every business concern may be viewed as having a recun-ence behind it 

10 [0015] An Aspect is the smallest unit of business concern. For example, an accounting system typically has trans- 
actions as the smallest unit. An inventory system will have Parts or amounts of raw materials as the smallest unit and 
Project Management systems have 'activities' as the smallest unit One facet of the invention is that it defines a unit of 
business concern, a concomitant occurrence of a Category and Recurrence, as a universal unit that can be monitored, 
tracked and managed across all organizational lines. Application of the invention may establish interrelationships 

15 between different concerns, as well as 'concerns' themselves and 'recurrences' to provide objectivity in management. 
Additionally, although the temn 'recurrence' is used, as will be discussed further, some of these units are actually non- 
recurring. 

[0016] Aspects can be generated in several ways, but typically arise from a manager identifying an area of concem 
in that manager's business or unit as shown in the example above. Once the concern ts identified, it must be quantified. 
20 The quantities to be attached to that Aspect are structured as attributes. 

[0017] Tags house certain attributes of the Aspect and convert a statement of general concern into a trackable, 
objective statement. Once the attributes to be associated with a Tag are defined, a value for each attribute must be 
determined and assigned at 1 6. 

[0018] The results of the structuring performed at 16 must be checked to ensure that the Aspect, Tag and Values 
25 are not only connect but comprehensive. If the analysis shows the defined structures failing to cover a goal or objective 
of the organization, the process must be repeated. After the process is performed to encompass all areas of concern, 
actual results versus the desired results can be monitored and managed at 1 6. 

[0019] The values assigned can be such items as the desired result (Norm), the actual result, the unit of measure- 
ment (UOM), the preferred direction and the status of the actual as compared to the desired. The instances of UoM can 
30 also have binary meaning, such as a task that is either performed or not performed during a periodic check. 

[0020] Figure 2 shows a block diagram of two business concerns being quantified into Aspects with the appropriate 
tags. The format of this particular Aspect has the tags of actual, norm, status, period, unit of measurement (UOM) and 
preferred direction. As will be discussed further, several other tags are available to further provide attributes of the 
Aspect. 

35 [0021 ] A first example is given with the concern of 'employee turnover* at 20. Once this concern is quantified into a 
statement, it can be translated into an Aspect. In this example, the quantified statement of employee turnover is 
"Employee Turn over should be no more than 2 percent per quarter." This can now be parsed orfomnatted into an objec- 
tive structure; The Aspect is employee turnover. The norm, or desired value, is 2 and the UOM is percent. The preferred 
direction is no more than, which will translate Into "less than or equal to," The period to be monitored is quarterly. It must 

40 be noted that values for the tags actual and status are not assigned. Actual values will have to be determined from what- 
ever data is available on employee turnovers. The status will result from the comparison of actual to the norm and will 
typically be expressed as 'Green', comparing favorably to the norm, or 'Red', comparing unfavorable to the norm. 
[0022] A second example is given at 24 for the business concern of market share. The statement at 26 is then 
quantified into the objective structure. The Aspect is market share, the norm is thirty. The UOM is percentage. The pre- 

45 f erred direction of more than translates into 'greater than or equal to.' The period is yearly. 

[0023] In this manner, general business concerns with some desired measure can be quantified into a clear and 
objective statement of Intent. The statement of intent provides the desired measure, referred to as a target or a norm 
and monitors perfonnance of the actual against the desired. 

[0024] While the method of the invention is only shown in two examples in Figure 2, further application is possible. 
50 As can be seen by Figure 3, the method can be applied at all levels of the organization. In addition, the application of 
the invention is intended as a framework and is not restricted to any particular application. 

[0025] Refening to item 1 in Figure 3, it can be seen that this is an Aspect of strategic importance and is in control 
of a vice president. However, the method of the invention can be applied to more specific tasks, such as item 1 0, which 
is under control of a staff account As numeric management proliferates into an organization, hundreds of thousands of 
55 Aspects could be generated. At the same time, however, it is not necessary for any one person to be responsible for 
more than twenty or thirty. 

[0026] A further advantage of the invention is the ability to cleariy and objectively communicate the expectations 
and goals of the organization for every type of recurrence. For example, item 12 in Figure 3 is not typcalty handled in a 
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coherent manner. When this concern is captured and placed into the Aspect, there is no longer any roonn for misunder- 
standing and the responsible employee knows exactly what is expected. 

[0027] In addition to monitoring and communicating internal Aspects, Aspects normally not considered part of a 
management system could be monitored for their impact on the organization. For example, item number 5, the Dow 

5 Jones Index, can be tracked for its impact on the organization. Other examples include such things as 'inflation,' or for 
agricultural concerns 'rainfall.' These are not under control of the organization but may affect other Aspects. 
[0028] Other advantages of the invention include its ability to combine all types of factors from all kinds of industries 
and businesses into one framework. Both tangibles and intangibles can be fit into the framework and tracked and mon- 
itored. The method is simple and allows all kinds of business concerns regardless of their status as tangible or intangi- 

10 ble, recurrent or non-recun-ent, cun-ent or future. There is no limitation on applicability of the invention, because of the 
flexible nature of Aspects and tags. New Aspects can be added, old ones deleted, new tags added to existing Aspects, 
or old ones removed. In addition, the number of tags assigned to a particular Aspect has no constraint. 
[0029] However, some effects of the structure of the tags should be considered. The higher the number of tags 
introduced the greater effort required to set up the system. The maintenance of such a system requires only marginal 

75 effort Some values assigned to the tags may never change, requiring little or no updating. Others will change infre- 
quently. Much of the ongoing effort will be to locate and determine the actual values for each Aspect. Therefore, the 
selection of tags for each Aspect is left to the system designer. 

[0030] In Figure 3, several additional examples of tags can be seen. The 'responsibility' tag provides the name or 
role of the responsible person for achieving the norm. The 'weightage* tag indicates the importance assigned to that 
20 Aspect. This can be assigned within a business unit or corporate wide. 

[0031] Other possible tags include, but are not limited to, those shown with their accompanying definition in the 
below table. 



Tag 


Definition 


Action 


Points toward solutions those need to be done, by highlighting hidden causes or lack of 
resources 


Infomnation 


Location of repository of all infomnation relevant to that Aspect 


Resources 


Resources upon which performance of that Aspect depends 


Performance Ranges 


The range within which the actual can swing, usually designated as a Low and High 


Internal Audit 


Indicates periodicity of internal audit checks of that Aspect 


Confidentiality 


Controls access privileges to that Aspect 







40 [0032] However, this list is only intended to be an example and no restriction of the invention is intended by it. 
[0033] Also seen in Figure 3 are three tags with more complicated definitions. Weightage refers to the importance 
of that Aspect to the organization. The organization may be the corporation, or an individual business unit within the 
organization. Typically importance will be assigned by resource absorption by the Aspect to produce normal perfomi- 
ance or the value addition that the Aspect can bring about at normal perfomiance. For the purposes of this discussion. 

45 only the resource absorption of the Aspect for normal performance for the period will be used. 

[0034] For example, an Aspect of customer calls would require a number of salesmen, devoted for an amount of 
time and incur a specified expenditure. In order to assign a weightage, this would be compared to one of the highest- 
ranking Aspects and a scale detemnined to rank them. A high-ranking Aspect may be production, because it absorbs a 
number of resources, including machinery use, raw material and human resources. If production over its specified 

50 period of one day costs one million dollars ($1 ,000,000) and the customer calls cost nine thousand dollars ($9000) over 
their specified period of one month production would be given a weightage of 1000 and customer calls a 9. This exam- 
ple assumes a scale of 1 to 1 000. 

[0035] The weights interact with another important feature of application of the invention, the management effec- 
tiveness factor (MEF). In this method, one can look at the MEF and conclude how effectively the business has function 
55 against its aspirations. The MEF can be calculated on several different levels, including one for each Aspect, one for 
each functional area, specified periods, groups of Aspects, overall organization, etc. 
[0036] The MEF for an individual Aspect is calculated as follows: 
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MEF (Individual Aspect) = (Actual - PR Low)/(PR High - PR Low), where PR is Performance Range. 

[0037] The Performance Rmts ^""^ ^^ed to calculate the MEF tor groups of Aspects, such as the Aspects for a given 
period, etc., as follows: 

5 

MEFqrcxjp = Cumulative ( performancs Points) ^ Cumulative (Weights) 

Where porformance Pts. Aspects are derived by multiplying MEF (Ind. Aspect) with the Weight of the Aspect. 
The cumulative values refer to the summation of all of the values for the Aspects in the group. 

10 

[0038] One of the uses of cumulative values is in interrelated Aspects. An advantage of the invention is that inter- 
relationships between Aspects can be accounted for and used for a more precise picture of the organization's past and 
projected performance. Interrelationships can be classified as Structural and Process relationships. 
[0039] Structural relationships are in the nature of a tree structure. For example, the below set of Aspects is inter- 
15 related in this manner. 



Aspect ID 


Aspect 


Actual 


AAA 


Sales 


830 


AAA.1 


Sales-Region 1 


550 


AAA.2 


Sales - Region II 


280 


AAAA.1.1 


Sales - Rep X 


300 


AAA.1. 2 


Sales - Rep Y 


160 


AAA.1. 3 


Sales - Others 


90 









[0040] In this type of inten'elationship, the cumulative sales for the entire organization are 830, 550 from Region I 
and 280 from Region II. The 550 in sales figure for Region I is then divided up among the sales reps in that region. 
[0041] Another form of Aspects' relationship in organizations is a Process relationship, where the links of a cause- 
35 effect chain are connected via Aspects. This can be indicative of the flow of work in an organization. 
[0042] Examples of such process related Aspects are shown below. 



Aspect ID 


Aspect 


Norm (days) 


CCC 


Raw Material Order Placement 


15 


CCC.1 


Requirements assessment 


3 


CCC.2 


Call for quotes 


10 


CCC.3 


Negation and finalization 


2 



[0043] The definition of these Aspects must be done with care to ensure that the actual links are documented in the 
50 structure of the system. However, this additional flexibility of the method of the invention allows for more precise analy- 
sis and correlation between performances across all organizational lines. It brings hidden recun-ences to the surface for 
better management and understanding of the effects of these on business concerns. As mentioned before, the more 
detailed information input into the system, the better and more precise view of the organization will result. 
[0044] The level of detail attainable by this system and the numeric nature of the recun-ences lend the system to 
55 implementation as a software tool. Several other management approaches, including the Balanced Scorecard, Total 
Quality Management, etc., have been implemented using software packages. This has several advantages in prolifer- 
ating the method of the invention into an organization, as well as in the ability of computers to efficiently gather the 
actual values needed to monitor performance. 
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[0045] In addition, most organizations have connputer systems in place to gather these actual values, although they 
do not put them to the same use as the method of the invention. It would seem advantageous to have another software 
program interact with these existing systems to acquire the actuals. Such a software implementation would be embod- 
ied on some form of computer readable medium, either as a downloadable file or from a diskette or CD-ROM. 
[0046] Thus, although there has been described to this point a particular embodiment for a method and apparatus 
for numeric management of business concerns, it is not intended that such specific references be considered as limita- 
tions upon the scope of this invention except in-so-far as set forth in the following claims. 

Claims 

1 . A method of quantifying business concerns, the method comprising: 

a) identifying Aspects corresponding to business concerns; 

b) defining at least one tag, wherein the tag contains an attribute of an Aspects; 

c) assigning values to each tag, wherein the values are usable for quantifying the business concerns and indi- 
cating compliance with goals related to those business concerns. 

2. The method of claim 1 , wherein the method further comprises allocating weights to each of the Aspects. 

3. The method of claim 2, wherein the weight assignment is made dependent upon resource absorption. 

4. The method of claim 2, wherein the weight assignment is made dependent upon value addition. 

5. The method of claim 1 , wherein the Aspects include recurring Aspects. 

6. The method of claim 1 , wherein the Aspects Include non-recurring Aspects. 

7. The method of claim 1 , wherein the tag is one of the group comprised of: actual, norm, status, period, unit of meas- 
urement, preferred direction and responsibility. 

8. A computer-readable medium, said medium containing software code, comprising: 

a) code operable to allow the user to define Aspects corresponding to business concerns; 

b) code operable to allow the user to define at least one tag for each Aspect; and 

c) code operable to allow the user to assign a value to a tag; 

9. A method of determining a performance indicator, the method comprising: 

a) determining the difference between an actual perfomnance value and a predetermined low bound of the per- 
formance value to produce a first value; 

b) detemnining the difference between the predetermined high bound and a predetennined low bound of the 
performance value to produce a second value; 

c) dividing the first value by the second value to produce a first performance indicator; and 

d) multiplying the first performance indicator by a value representing an importance of the Aspect to produce 
a second performance indicator and 

e) dividing the cumulative of second perfonnance indicator by cumulative of importance to produce third overall 
performance indicator. 
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